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Economic Developments in EEC Area 


The quarterly report of the Commission of the 
European Economic Community (EEC) states that 
economic activity in the EEC area (the Benelux coun- 
tries, the Federal Republic of Germany, France, and 
Italy) was rising in the second quarter of 1959, and 
data available for the third quarter indicate that the 
increase continued. In the second quarter, there was 
an increase in the rate of growth, compared with the 
corresponding quarter of 1958. The improvement was 
more marked in Germany, Italy, and the Netherlands 
than in the other countries, but economic expansion 
started also in Belgium and Luxembourg where activity, 
until then, had shown a decline. In France, which felt 
the effects of the recession later than the other coun- 
tries, there was also expansion. Industrial output in the 
area during the quarter was 6.4 per cent higher than in 
the second quarter of 1958 (the first quarter compari- 
son showed an increase of 1.8 per cent). 

In general, activity in industries where output had 
declined in 1958 (such as steel, textiles) is now increas- 
ing. This is not true, however, for the coal industry, 
which is affected by growing competition from other 
sources of energy, although the rate of increase in 
stocks at pit head has recently declined a little, follow- 
ing the closure of pits. Also, the rate of increase in 
production in the automobile, electrical, and rubber 
industries, which had been high, has tended to decline, 
and activity in the capital goods industries has been 
hesitant. The other industrial branches, however, have 
been favorably affected by business cycle changes. 
Certain sectors associated with services have benefited 
also from structural changes in consumption and from 
favorable weather. The services sector (except trans- 
portation) was not affected by the recent recession, as 
longer term trends in this field more than offset the 
effects of the business cycle. Unlike manufacturing 
industry and services, agriculture has not contributed to 
an increase in total production because of a drought in 
June and July. 


The upswing in the EEC area has been associated 
less with a rise in private consumption and fixed invest- 
ment and more with restocking and an increase in 
foreign demand. Wages have increased slightly this 
year, and savings have continued to expand. Fixed 
investment has remained relatively stable except in the 
field of dwelling construction, which, favored by weath- 


er, low interest rates, and special government meas- 
ures, has shown a remarkable expansion. The reduction 
of inventories came to a halt around February- 
March 1959, and restocking at all levels of activity 
started in March. The increase in foreign demand, 
which resulted from the improvement in world business 
conditions, was also an important factor contributing 
to the economic revival. Exports from the area in the 
second quarter of 1959 were 11 per cent larger than in 
the corresponding period a year earlier. This increase 
was due primarily to larger exports to the United 
States, as a result not only of increased economic activ- 
ity in that country, but also of an improvement in the 
competitive position of certain European industries. 

While exports increased, the restocking accompany- 
ing economic recovery has not led, thus far, to any 
substantial increase in the value of imports. As a 
result, the area had a trade surplus of $141 million in 
the second quarter of 1959, against a deficit of $246 
million in the same period of 1958; this reversal was 
due largely to an improvement of the French trade 
balance. Prospects are that the trade position of the 
area will not deteriorate substantially in the near future, 
as any increase in imports will probably be offset by 
larger exports. The area’s terms of trade, which im- 
proved in the last recession, are not likely to deteriorate 
substantially. The prices of raw materials are not 
expected to increase much, because unutilized produc- 
tion capacity and accumulated surpluses of raw mate- 
rials in producing countries are still large. Trade within 
the area was 16 per cent larger in the second quarter of 
1959 than in the corresponding period of last year. To 
a certain extent, this expansion should be attributed to 
the entry into effect of the Rome Treaty, not so much as 
a consequence of the first tariff reduction and quota 
liberalization steps (taken as of January 1, 1959) but 
rather as a result of psychological factors that encour- 
aged entrepreneurs to develop their sales in the other 
member countries. 


Prices remained remarkably stable in the second 
quarter. At the wholesale level, they were influenced 
by the relatively low prices of raw materials and food- 
stuffs. Unutilized production capacities and stiffer com- 
petition exerted a downward pressure on prices of manu- 
factures. However, the tendency of these prices to 
decline came to a halt toward the end of the quarter, 
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or was even reversed in several countries. On the one 
hand, the prices of various foodstuffs rose owing to the 
drought; on the other, the rapid growth of demand 
resulting chiefly from restocking changed the expecta- 
tions on future price developments. 


The upswing in economic activity did not cause any 
profound change in the financial situation during the 
quarter. With the growth of savings and international 
reserves, the money and capital markets remained 
liquid, and interest rates were kept relatively low. The 
expansion of bank credit was limited, and the budgetary 
deficits could be financed without difficulty on the 
domestic markets. However, signs of a change have 
become apparent recently. In some countries, the 
increase in reserves has not continued; in fact, there 
has been some decline, under the impact of restocking. 
At the same time, the demand for short-term credit has 
tended to increase. These tendencies are expected to 
be reinforced by an increase—already apparent—in 
fixed investment and to lead, to the extent that central 
banks will not pursue a liberal credit policy, to higher 
rates of interest. 

All EEC economies now find themselves in the 
expanding phase of the However, 
because of disparities in employment and .uautilized 
production capacities, certain member countries, in 
order to avoid inflationary pressures, may consider it 


business cycle. 


appropriate to restrict their economic expansion, while 
others may still find it useful to stimulate further their 
activity. Under these conditions, a coordination of the 
anticyclical policies of member countries should, on 
broad lines, tend (1) to direct to the rest of the EEC 
area the excessive demand which, owing to a more 
rapid economic expansion, will appear in certain mem 
ber countries, (2) to assure a better distribution and 
utilization of labor available in the area, and (3) to 


utilize, if need arises, the “reserves of growth” repre- 
sented by the balance of payments surpluses of the area 
with third countries. 


Source: Journal Officiel des Communautés Europé 
ennes, Brussels, Belgium, October 16, 1959. 


IBRD Loans in Japan 


The International Bank for Reconstruction and De- 
velopment, on November 12, made two loans, totaling 
$44 million, to assist in the modernization and expan- 
sion programs of the two largest steel companies in 
Japan. The loans were made to the Japan Development 
Bank, which will relend $24 million to the Fuji Iron 
and Steel Co., Ltd., and $20 million to the Yawata 
lron and Steel Co., Ltd. 

Private banks in the United States participated in 
both the loans without the guarantee of the World Bank. 


Participations in the loan for the Fuji company amount 
to $2,566,000 and cover the first four maturities and 
part of the fifth maturity, which fall due between Janu- 
ary 1962 and January 1964. The participating banks 
are Morgan Guaranty Trust Company of New York, 
The First National Bank of Chicago, The Northern 
Trust Company (Chicago), Chemical Bank New York 
Trust Co., Continental Illinois National Bank and Trust 
Co. of Chicago, Manufacturers Trust Company, The 
Chase Manhattan Bank, The Philadelphia National 
Bank, Grace National Bank of New York, Irving Trust 
Company, and The Riggs National Bank (Washington, 
D.C.). Participations in the loan for the Yawata com- 
pany amount to $2,055,000 and cover the first four 
maturities, which fall due between January 1962 and 
July 1963. The participating banks are Morgan Guar- 
anty Trust Company of New York, The First National 
Bank of Chicago, The Northern Trust Company, Chem- 
ical Bank New York Trust Company, Manufacturers 
Trust Company, The Chase Manhattan Bank, The 
Philadelphia National Bank, and National Bank of 
Commerce of Seattle. 

Development of the iron and steel industry is basic 
to the continued growth of the Japanese economy. The 
industry is now engaged in the second large expansion 
and modernization program it has undertaken since the 
war: it aims to expand crude steel capacity from 11.1 
million to 20.5 million tons in the period 1956-62, to 
install facilities for producing a higher quality and wider 
range of steel products, and to reduce operating costs 
by introducing the most modern techniques of produc- 
tion. It also is expanding pig iron capacity to make 
possible the increase in steel production without increas- 
ing the nation’s dependence on imported scrap. 

The Bank loan will cover about 17 per cent of the 
total cost (estimated at the equivalent of $117.6 mil- 
lion) of the expansion project of the Yawata company, 
and about 32 per cent of the total cost (estimated at 
the equivalent of $75.3 million) of the project of Fuji. 
Each loan is for a term of 15 years and bears interest 
of 6 per cent per annum including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization of the loans will begin January 15, 1962. 
The loans are guaranteed by the Government of Japan. 


The Bank has now made 18 loans, totaling $298 
million, for the development of electric power, agricul- 
ture, and industry in Japan. Earlier loans for the steel 
industry totaled $100.9 million and financed a portion 
of the expansion programs of five of the largest com- 
panies, among them the Yawata company, which is 
now borrowing for the second time. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., November 12, 1959. 
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IFC Investment in Peru 


The International Finance Corporation (IFC) an- 
nounced on November 17 a commitment to invest 
$300,000 in Durisol del Peru, $.A., a Peruvian com- 
pany being formed to manufacture durisol, a precast 
lightweight building material made of chemically treated 
vegetable fiber and cement. The enterprise is sponsored 
by a group of Peruvian industrialists and investors. 
Durisol, A.G., of Ziirich, Switzerland, which developed 
and owns the durisol process, will be the licensor and 
will furnish technical assistance; also, it will be a 
shareholder in the company. 

The total cost of the project is estimated at approxi- 
mately $800,000, of which $500,000 will be subscribed 
by the sponsors. IFC’s investment of $300,000 will be 
in U.S. dollar notes maturing by 1969 and bearing inter- 
est at 7 per cent, with additional interest, payable in 
Peruvian soles, contingent on earnings. In addition, 
IFC will receive a right to subscribe to shares of the 
company. 

IFC’s commitment is subject to completion of the 
necessary legal formalities. 


Source: International Finance Corporation, Press Re- 


lease, Washington, D.C., November 17, 1959. 


Europe 


U.K. Trade 


Exports from the United Kingdom in October were 
valued at £306.0 million, imports at £360.2 million, and 
re-exports at £14.6 million. After allowance for normal 
seasonal variation, exports in the three months August- 
October were 3% per cent more than in the three 
months May-July. The seasonally adjusted monthly 
average of exports in the first ten months of this year 
was 4 per cent greater than the average for the year 
1958. On the same basis, imports were 4 per cent 
more in August-October than in May-July, and the aver 
age of the first ten months of this year was 5 per cent 
more than the average for the year 1958. The season- 
ally adjusted monthly average of re-exports in August- 
October amounted to £12 million, compared with £10 
million in May-July. The monthly average for the first 
ten months of this year was £11 million, compared with 
£12 million in the year 1958. 

The maximum annual increase in U.K. imports from 
the United States as a result of the recent widespread 
removal of restrictions has been put at about £18 mil- 
lion, compared with total imports last year of £293 
million, and it may be much less. One of the biggest 
increases is expected in ready-made clothing; the lower 
priced lines of women’s and children’s clothing are 
not only fairly competitive in price, despite import 
duties ranging from 17% per cent to 30 per cent, but 
are often superior in styling and quality. Imports of 


U.S. cars and domestic appliances are less likely to 
rise; where large numbers can be sold, it probably 
remains more economic to manufacture certain U.S. 
appliances under license. In industrial plant and equip- 
ment, the high cost of run-of-the-mill U.S. products 
makes them generally noncompetitive with both British 
and continental, especially West German, products. 

Source: The Economist, 


ber 14, 1959. 


London, England, Novem- 


Export of Sterling Notes 

The amount of sterling notes that travelers are per- 
mitted to take out of the United Kingdom was increased 
from £20 per person to £50 as from November 5. 
British residents may not sell sterling notes abroad for 
foreign currency, and the £50 may be used only on 
British ships and aircraft and for expenses in the United 
Kingdom. 

In reply to a question in the House of Lords, a rep- 
resentative of the Government stated that the limitation 
on the export of capital would lose much of its effective- 
ness if there were no control of the amount of sterling 
currency that might be taken out of the country. Cus- 
toms officials have a responsibility for seeing that the 
limit is not exceeded, and they could not do this if the 
examination of outgoing passengers were abandoned. 
Source: The Times, London, England, November 5, 
1959. 


Commercial Policy in France 

Introducing the discussions on the budget before the 
National Assembly, the French Minister of Finance 
declared that the Government had decided to eliminate 
“with the least possible delay” all discrimination against 
imports from the dollar area. It intends also to abolish 
all quantitative restrictions on imports of industrial 
products from OEEC countries and the dollar area “in 
a period which in principle should not exceed two 
years.” The Minister expressed the wish that the Euro- 
pean Economic Community would lead to a general 
trade liberalization rather than to specific arrangements 
that might benefit the participating countries but hurt 
other countries. 


Source: Le Monde, Paris, France, November 7, 1959. 


Increase in Netherlands Discount Rate 

The Netherlands Bank has increased its discount rate 
from 2% per cent, the rate set on January 21, 1959, to 
3% per cent. The new rate is effective as of Novem- 
ber 16. 


German Federal Loan 

The Deutsche Bundesbank has announced that the 
new 512 per cent federal loan of DM 300 million (see 
this News Survey, Vol. XII, p. 153) was oversubscribed 
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on November 5, the first day of the subscription period; 
the subscription lists were therefore closed on the after- 
noon of November 5. It has thus been confirmed that 
the demand for the new loan was rather heavy, a fact 
which had been expected in banking circles on the day 
before the lists were opened for subscription. The 
demand from private 1ivestors was heavy, and it has 
been reported that private orders in the amount of 
DM 3,000 to DM 5,000 were accepted in full, whereas 
large orders had to be scaled down in some cases. The 
issue is estimated to have been oversubscribed by about 
20 per cent. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, November 6, 1959. 


Balance of Payments of Germany 


Data on the German balance of payments for the 
third quarter of 1959 show a decline in the surplus on 
account of goods and services. The deficit in the balance 
on account of donations and of capital transactions 
continued rather high and again surpassed the surplus 
on goods and services account. The gold and foreign 
exchange holdings of the Bundesbank declined during 
the quarter by DM 665 million, following declines of 
DM 423 million in the second quarter and DM 2,943 
million in the first quarter of the year. Since the end 
of 1958, the foreign exchange reserves of the Bundes- 
bank have declined by about DM 4 billion; they 
amounted to about DM 22 billion at the end of the 
third quarter. 


As had been pointed out previously by the Bundes- 
bank, the large deficits in the balance on account of 
donations and of capital transactions have been due in 
part to nonrecurrent transactions and to transactions 
of a highly fluctuating nature. Among the nonrecurrent 
transactions were advance debt repayments to the 
United States and the United Kingdom, payments for 
the support of foreign troops in Germany, payments to 
France in connection with the reintegration of the Saar, 
and payments to the International Monetary Fund and 
the International Bank for Reconstruction and Develop- 
ment on account of increases in the German subscrip- 
tions. Transactions of a highly fluctuating character 
include advance payments for imports for defense pur- 
poses, purchases of foreign securities, and short-term 
capital exports of commercial banks. The Bundesbank 
pointed out that these special factors could not be 
expected to continue indefinitely; therefore, a re- 
emergence of balance of payments surpluses could be 
expected. In October, official foreign exchange reserves 
increased by DM 310 million, a development that was 
due largely to rising German interest rates and stronger 
domestic demand for funds, which caused the German 


banks to halt their short-term capital exports. Whether: 


the banks have also begun to repatriate invested funds 
cannot yet be determined. The Bundesbank is of the 
opinion that a further rise in official reserves is quite 
likely, since the German banks will probably reduce 
their foreign assets as a consequence of the continued 
strain on the German short-term market. However, 
reserves are not expected to increase as much as in 
earlier years. 

The surplus on account of goods and services fell to 
DM 1.7 billion in the third quarter, from DM 1.9 billion 
in the second quarter and DM 2 billion in the first. 
This was partly the result of declining surpluses on 
services account and of rising imports, which reached 
DM 8.95 billion in the third quarter, or 15.6 per cent 
more than in the corresponding quarter of 1958. 
Exports also increased rapidly, to DM 10.3 billion in 
the third quarter; however, the increase (10.3 per cent) 
over the third quarter of 1958 was less than that of 
imports. The deficit in the balance for donations 
reached DM 813 million in the third quarter, and the 
total deficit on account of capital transactions was 
DM 1,751 million. Of this total, DM 1,157 million con- 
stituted long-term capital exports and DM 594 million, 
short-term capital exports. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, October 1959. 


Middle East 


Nile Waters Agreement 

An agreement between the Sudan and Egypt 
(U.A.R.), concerning the Nile waters and trade rela- 
tions, was concluded in Cairo on November 8. The 
Nile Waters Agreement supersedes the Anglo-Egyptian 
Agreement of 1929 under which the Sudan acquired 
rights to 4 billion cubic meters and Egypt to 48 billion, 
leaving an unutilized surplus of 32 billion at Aswan and 
a net surplus of 22 billion after allowance for losses 
from evaporation and seepage at the High Aswan Dam. 
Under the new agreement, the Sudan’s share of this 
surplus will amount to 14.5 billion cubic meters, bring- 
ing its total share to 18.5 billion, against 55.5 billion 
for Egypt. The new formula works out at 25 per cent 
of the net Nile flow for the Sudan and 75 per cent for 
Egypt. 

The agreement also provides that Egypt will pay to 
the Sudan the equivalent of LE 15 million (US$43 
million) in sterling, or in another currency acceptable to 
the Sudan, as compensation for Sudanese territory inun- 
dated by the High Dam and for the cost of rehabilitating 
about 60,000 Sudanese living at Wadi Halfa. Egypt will 
make its first payment of LE 3 million (US$8.6 mil- 
lion) on January 1, 1960 and payments of LE 4 
million each January 1 thereafter, until the full 
amount is paid. The Sudan, in turn, has agreed to com- 
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plete the movement of the Wadi Halfa population by 
1963. The Sudan and Egypt also have agreed to share 
equally the costs and benefits of any water reclamation 
schemes in the Southern Sudan which they might under- 
take jointly, and to set up a permanent joint technical 
authority to coordinate the irrigation policies of the two 
countries vis-a-vis other riparian states. Allocation of 
water to a third state is to be supplied equally from 
the Sudan and Egypt. The new agreement enables the 
Sudan to seek foreign funds for its irrigation program, 
which involves the completion of the Managil Extension 
of the Gezira and the building of a dam at Roseiris on 
the Blue Nile. It will likewise leave Egypt free to carry 
out construction of the High Aswan Dam. 

A trade agreement between the two countries, con- 
cluded at the same time, provides that Egypt will export 
to the Sudan annually goods valued at LE 6 million 
($17.2 million) and will import Sudanese goods valued 
at LE 5 million ($14.4 million); the balance is to be 
applied to the financing of net payments for invisibles 
made by Egypt in the Sudan. Since the trade exchanges 
between the two countries have been at a lower level 
in recent years, the agreement provides for preferential 
treatment of a wide list of goods. A trade agreement 
concluded in April 1957, as well as a supplementary 
agreement concluded in January 1959, will be termi- 
nated as soon as the new agreement comes into force. 
Source: The Times, London, England, November 9, 

1959. 


Far East 


income Tax Treaty Between India and United States 

A treaty between India and the United States for the 
avoidance of double taxation with respect to taxes on 
income, which was signed on November 10, is designed 
to eliminate obstacles to the international flow of trade 
and investment. It contains provisions relating to the 
taxation of business, investment, and personal-service 
income, official salaries, pensions and annuities, remu- 
neration of teachers, and remittances to students and 
apprentices. Like similar treaties in force between the 
United States and other countries, it also contains pro- 
visions regarding administrative procedures, including 
the exchange of information, for giving effect to the 
treaty. An important feature of the treaty, not found 
in other such treaties in force, is a provision under 
which the United States would allow a credit against 
any U.S. tax on income derived by U.S. enterprises 
from operations in India for certain exemptions from 
tax granted by India to attract new investment. 

As far as U.S. taxes are concerned, the treaty applies 
to federal income taxes, including surtaxes. In India 
the treaty would be applicable to the income tax, the 
super tax, and the surcharge. 


After approval by the U.S. Senate, the treaty would 
be brought into force by the exchange of instruments 
of ratification and would be effective in the United 
States for taxable years beginning on or after January 1 
of the year in which such exchange takes place. It 
would be effective in India for “previous years” begin- 
ning on or after January 1 of the year in which the 
exchange takes place. 

Source: Department of State, Press Release, Washing- 
ton, D.C., November 10, 1959. 


Bombay Gold Sale Margins 

With a view to curbing “unhealthy speculation,” the 
board of the Bombay Bullion Association has decided, 
with the Indian Government’s approval, to impose stiffer 
margins on outstanding purchases of gold and silver, 
the prices of which have recently reached all-time peaks. 
For purchases in the Kartak contract in silver, buyers 
will have to pay a margin of Rs 1,000 per bar, and in 
gold a margin of Rs 10 per tola, and in the Magsar 
contract, Rs 500 per bar of silver and Rs 7 per tola of 
gold. A limit of 50 bars of silver and 2,500 tolas of 
gold may be traded freely without being subject to the 
higher margins. 


Sources: The Times, London, England, November 10 
and 11, 1959. 


Foreign Assets of Ceylon 

The foreign exchange assets of Ceylon fell by 
Rs 121.9 million (US$25.6 million) in the first nine 
months of 1959; at the end of September, they amounted 
to Rs 761.4 million ($159.9 million). 

The Government has lowered the ceiling on the 
repatriation of capital assets by nonresident investors 
from Rs 100,000 to Rs 50,000. The ceiling of 
Rs 100,000 had been established in August 1957; 
before then there was no ceiling on the amount of 
capital that might be repatriated. Persons leaving Cey- 
lon permanently are allowed to repatriate the whole of 
their capital. 

Sources: The Times of India, Bombay, India, Novem- 
ber 6, 1959; The Journal of Commerce, New 
York, N.Y., November 9, 1959. 


United States 


ICA Procurement Policy 

Referring to the deficit in the U.S. balance of pay- 
ments, as measured by the transfer to other countries 
of gold and liquid dollar assets, which this year is 
expected to amount to some $4 billion, Mr. Herter, the 
Secretary of State, in an address to the National Foreign 
Trade Council on November 16, referred to the recent 
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decision that, in future, the Development Loan Fund 
(DLF), in its lending to the less developed countries, 
should place primary emphasis on the financing of 
goods and services from the United States (see this 
News Survey, Vol. XII, p. 134). This policy, he said, 
would be applied carefully and with every consideration 
for the needs of the developing countries. 

The circumstances under which the International 
Cooperation Administration (ICA) operates, Mr. Her- 
ter said, differ generally from those applying to the 
DLF, and for the present no basic changes are contem- 
plated in ICA procurement policies. The ICA endeavors 
to provide economic strength to economies maintaining 
heavy military burdens in the defense of the free world 
and deals primarily in consumable items, such as food, 
fertilizers, fuel, and the like, many of which are 
financed by grants. Some of these items are procured 
from less developed countries, and this procurement 
provides needed help to their economic development. 
It is, however, intended to move in the direction of 
transferring from the ICA to the DLF, to the greatest 
possible extent, assistance which ICA grants in the form 
of help to specific development projects; projects so 
transferred would then be financed under the new DLF 
procedures. 

Mr. Herter said that another important reason for 
maintaining the present ICA procurement policy is the 
fact that it operates to promote private enterprise in 
the recipient countries and has worked successfully to 
this end. Private businessmen buy and resell the com- 
modities concerned on a competitive basis, and this 
would not be possible if they were required to buy at 
higher than world prices. A change to U.S. procure- 
ment by the ICA would force a change from private to 
government operation in the distribution of U.S. assist- 
ance and so would run directly counter to the endeavor 
to promote the establishment of free private enterprise 
in the newly developing countries. There is no intention 
of retreating from America’s basic policies of liberal 
trade or of proposing solutions which would weaken 
the over-all defensive or economic strength of the free 
world. 


Source: Department of State, Press Release, Washing- 
ton, D.C., November 16, 1959. 


Business Conditions in the United States 


Gross national product (GNP) in the United States 
in the third quarter of 1959 was at a seasonally adjusted 
annual rate of $478.5 billion. This was about $6 billion 
below the all-time high reached in the preceding quarter, 
the decline being due mainly to production decreases in 
steel and related industries. The principal change 
occurred in business inventories, which were drawn 
down at an annual rate of $1 billion, following an accu- 
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mulation of more than $10 billion in the second quarter. 
Most of this shift occurred in metal and metal-products 
manufacturing, which was affected by a protracted strike 
in copper as well as by the shutdown in steel. A con- 
tributing factor was the decrease after the middle of 
the year in automobile dealers’ stocks as the industry 
turned to the period of change-over in car models. How- 
ever, the total flow of goods and services to final pur- 
chasers—GNP less the change in business inventories— 
increased again. Consumer spending for services rose 
further, while demand for consumer goods and housing 
changed little. Purchases by state and local govern- 
ments continued to rise, but federal buying dropped 
slightly. The gradual rise in expenditures on business 
plant and equipment continued, and U.S. net exports 
improved considerably on a seasonally adjusted basis. 

In October, industrial production was slightly below 
that in September; the seasonally adjusted index of the 
Federal Reserve Board fell to 148 (1947-49 aver- 
age=100), from the revised figure of 149 for Septem- 
ber. The earlier figure of 148 for September was 
revised to 149 as new estimates of output by the non- 
durable goods industries became available. Thus, it 
appears that total production in September was 
unchanged from August. The decrease of 7 points in 
the index from June, when the high of 155 was attained, 
to October was the result almost entirely of reductions 
in Output of steel and related industries. 


Total civilian employment rose seasonally in October 
by about 500,000 persons, to 66.8 million. Unemploy- 
ment, which usually declines in October, remained at 
the September figure of 3.3 million. By mid-October, 
about 300,000 workers had been laid off in steel-related 
industries, and subsequent layoffs, particularly in the 
automobile, machinery, and fabricated metals industries, 
brought the total to nearly 500,000 in early November. 
October was the fourth consecutive month in which 
unemployment did not decline in accordance with sea- 
sonal expectations. As a result, seasonally adjusted 
unemployment rose from 4.9 per cent of the civilian 
labor force in June to 6.0 per cent in October. 
Sources: Department of Commerce, Press Release, 

November 16, 1959, and Department of 
Labor, Monthly Report on the Labor Force, 
November 1959, Washington, D.C.; The 


Journal of Commerce, New York, N.Y., 
November 17, 1959. 


Latin America 
Cuban Exchange Control 


All persons with permanent residence in Cuba who 
receive income in U.S. dollars from business or profes- 


sional services are required in the future to exchange 
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their dollar receipts for Cuban pesos at the rate of 
1 peso per dollar within 72 hours of receiving them. 


Source: The Journal of Commerce, New York, N.Y., 
November 12, 1959. 


Promotion of Exports from Colombia 


Colombia’s Minister of Development stated at the 
Congress of the Federation of Colombian Exporters in 
Bogota on October 29 that vigorous promotion of 
Colombia’s exports is needed. He pointed out that most 
of Colombia’s “minor” exports are not shipped through 
regular trade channels. For this reason, the Govern- 
ment is studying new international agreements that will 
channel trade on a sound basis. A commercial treaty 
has been signed with Ecuador, and discussions on trade 
matters are being held with Venezuela and Panama. The 
Minister said that Article 55 of Law 1 of 1959 enables 
the Government to promote the export of goods from 
industries with excess capacity. The Government has 
accordingly signed export contracts, totaling $2.3 mil 
lion, with five firms, under which the firms agree to 
export annually specified quantities of manufactured 
products. In return, the raw materials imported to pro- 
duce these products are exempt from customs duties 
and the advance import deposit requirement. The Min- 
ister mentioned that, in addition, Decree No. 2223 of 
August 18, 1959 allows manufactured exports with an 


imported raw material component not exceeding 40 
per cent of their f.o.b. value to receive the benefit of 
the free market rate of exchange. 


He stated that Colombia is advancing rapidly toward 
the unification of its exchange system; this is a result 
of sound factors, and not of artificial measures. It is 
therefore necessary to study the effect of unification on 
minor exports, in order to arrive at solutions which may 
promote them in an efficient manner. 


Source: El Tiempo, Bogota, Colombia, October 30, 
1959. 


Central Bank Credit Policy in Peru 

The Peruvian Government is developing a plan for 
a short-term capital market for government bonds 
which will meet the requirements for treasury financing 
without adding appreciably to inflationary pressures, 
and legislation has been drafted governing the general 
procedures to be followed in issuing government bonds. 

On November 5, the Central Bank of Peru adjusted 
its rediscount rates for member and state development 
banks to bring them more into line with conditions in 
the money market, where interest charges on commer- 
cial bank loans are around double the rediscount rate. 
The discount and rediscount rate for new credit opera- 


tions with member banks was raised to 9% per cent. 
The rate previously applied to member banks was 
6 per cent for accommodation up to 40 per cent of 
the bank’s capital and reserves, and 8 per cent on 
borrowings in excess of 40 per cent but less than 75 
per cent of capital and reserves. The rate for state 
development banks, which had ranged from 2% per 
cent to 4 per cent, was raised to 8 per cent. 

Source: Banco Continental, News Letter, Lima, Peru, 

November 10, 1959. 


Argentina's Exchange Rate 

The exchange rate for the Argentine peso, which had 
depreciated from 67.35 pesos per U.S. dollar on Jan- 
uary 15 to 107 pesos early in June, recovered by the 
end of June to 85.80 pesos. Subsequently, the exchange 
rate continued to appreciate, and by November 12 the 
quotation was around 82 pesos. 


The diminution of exchange speculation has helped 
to strengthen the exchange rate, and importers’ de- 
mands have also been restrained in view of the substan- 
tial exchange surcharges on some important imports, 
the narrowness of the markets, and the scarcity of ready 
money, which has narrowed the market for expensive 
goods. At the same time, the tight financial situation 
has compelled exporters to bring their export earnings 
promptly to the exchange market, so that the Central 
Bank has had to purchase exchange in the market in 
order to keep the rate steady around 80 pesos per 
U.S. dollar. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 16, 1959; The Wall Street Journal, 
New York, N.Y., November 13, 1959. 


Other Countries 


Australia’s Balance of Payments 

Balance of payments estimates for Australia for the 
year ended June 30, 1959 show a deficit of £A 187 mil- 
lion on current account. International reserves fell by 
£A 10 million, to £A 515 million at the end of June, and 
net capital receipts (including a balancing item) 
amounted to £A 177 million. Exports in 1958-59, at 
£A 809 million, were £A 3 million less than in 1957-58. 
Despite an increased volume of shipments, receipts 
from wool and sheepskins fell sharply, from £A 394 
million in 1957-58 to £A 318 million. The value of 
exports of other farm products, however, increased. 
As a result of higher prices and increased supplies, 
exports of meat rose by £A 42 million, to the record 
total of £A 97 million. Grain exports also increased, 
and there was an improvement in overseas sales of 
dairy products, particularly butter. The value of exports 
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of nonferrous metals was affected by lower prices, and 
the total was the lowest since 1954-55. Imports 
expanded by £A 3 million, to £A 793 million, i.e., 
within the annual licensing ceiling of £A 800 million 
which was then effective. About one eighth of the 
total is accounted for by petroleum products, and nearly 
one fifth by machinery. 


For the first nine months of 1958-59, the index of 
export prices averaged substantially lower than in 
1957-58, while the index of import prices rose a little. 
The index of the terms of trade was slightly less favor- 
able in the first nine months of 1958-59 than during 
1957-58. 


Credits for invisibles in the current account totaled 
£A 3 million less in 1958-59 than in 1957-58, and 
debits increased by £A 1 million; the net deficit for 
invisibles therefore increased by £A 4 million. 


Net proceeds of government loan issues abroad in 
1958-59 amounted to £A 35 million, compared with 
£A 13 million in 1957-58. Payments totaling £A 17.5 
million were made in gold to the International Monetary 
Fund in respect of Australia’s obligations to the Fund, 
and £A 3.1 million was made available to the Inter- 
national Bank for Reconstruction and Development. 
Full details of private capital movements are not yet 
available for 1958-59. 

The most significant changes in the direction of trade 
in 1958-59 were the marked increase in the value of 
exports to the United Kingdom and the United States, 
the fall in exports to OEEC countries, and the fall in 
imports from the United Kingdom. The United King 
dom is the largest supplier to the Australian market 
(£A 307.5 million in 1958-59 at f.o.b. values), fol- 
lowed by the United States (£A 108 million) and the 
Federal Republic of Germany (£A 43 million). The 
United Kingdom is also the largest market for Australian 
goods (£A 256 million in 1958-59), followed by Japan 
(£A 102 million), the United States (£A 61 million), 
New Zealand (£A 50 million), and France (£A 47 
million). The over-all deficit of £A 187 million on 
current account resulted from estimated deficits of 
£A 130 million with the sterling area and £A 124 mil- 
lion with the dollar area, a surplus of £A 50 million 
with other non-sterling areas, and gold production to 
the value of £A 17 million. 


Source: Central Office of Information, Commonwealth 
Survey, London, England, October 27, 1959. 


Freight Rates on Australian Exports 

Freight rates on Australian exports will remain 
unchanged for 1959-60 under an agreement reached 
between shipping companies and Australian exporters. 
The effect of the agreement is to prevent an increase 
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in rates which would have occurred under the terms of 
the formula laid down in an agreement reached in 1956. 
Basic arrangements have been fixed for the calculation 
of freight rates for the 1960-61 and 1961-62 seasons. 


Sources: The Financial Times, London, England, No- 
vember 7, 1959; The Journal of Commerce, 
New York, N.Y., November 9, 1959. 


Decimal Coinage in New Zealand 

In a report submitted to Parliament on October 14, 
the Decimal Coinage Committee, which was appointed 
in 1957, has recommended the adoption of decimal 
coinage in New Zealand, with the present 10 shillings 
as the basic monetary unit. The Committee made no 
recommendation about the name of the unit, but listed 
several possibilities, the N.Z. dollar, zeal, kiwi, tui, 
fern. The present range of silver coins, 2s. 6d., 2s., 
ls., 6d., and 3d., would have exact decimal equiva- 
lents, 25, 20, 10, 5, and 2% cents or new pennies. The 
Committee expressed the view that the costs of the 
change would be high, but that they would be small in 
relation to the national income and would be offset in 
the long run by future economies. A small initial 
increase in the consumer price index is thought to be 
inevitable because of fractional price increases for some 
commodities. 
Source: The New Zealand Herald, Auckland, New 

Zealand, October 15, 1959. 


Fund Alternate Executive Director 

Mr. P. M. Jayarajan, Assistant to the Governors of 
the Central Bank of Ceylon and Secretary of the Mone- 
tary Board, has been appointed Alternate Executive 
Director of the Fund for Burma, Ceylon, Japan, and 
Thailand, effective November 1, 1959. He succeeds 
Mr. Prayad Buranasiri. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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19th and H Streets, N.W. Washington 25, D. C. 
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